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The Digéctor of Central Intelligence
Washington, D.C. 20505

National Intelligence Council

NIC 01481-86
21 March 1986

MEMORANDUM FOR: Director of Central Intelligence
Deputy Director of Central Intelligence

FROM: | 25X1
Acting National Intelligence Officer for Economics

SUBJECT: NSC Meeting on Machine Tools Wednesday, 26 March 25X1
1. Attached are revised talking points for the NSC Meeting on
machine tools Wednesday at 1100. The 7 March memorandum on the politics
of the issue (Attachment A) gives adequate background and is still
essentially accurate.
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SECRET, | 25X1

25X1
SUBJECT: NSC Meeting on Machine Tools Wednesday, 26 March 1986

4, TTAC, worked on this issue at Commerce and attended
an interagency meeting on the subject last week with Bob Gates. Should
you decide to take someone to the meeting, I believe| |would be the 25X1
appropriate choice.

25X1
Attachments:
A. Memo for DDI from D/OGI and C/TTAC, 7 March 1986
B. Memo for the Record from| | C/TTAC, 12 March 1986 25X1

C. Supplementary Report on Effect of Imports of Machine Tools
D. Letter from Weinberger to Malcom Baldrige, 14 Feb 86
E. Washington Post Article, 5 March 1986

SECRET
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provilloos of US. trade lrws that  rious threat to the pational security
heved’t been wsed before, admin- posed by our grawing dependence
istration officials said yesterday. on imports for M—udmlggy de-
The import limits could last for  fense-sensitive machinery,” they
.hjuﬁnmbmmthe added.
ability of the import-battered do- Commerce Secretary Malcolm
mestie tool industry to produce ma- lnldﬁce.'hotvomrsm!his
chinep needed to make weapons,  week recommended that sharp lim-
the sgurces said, o its be placed on imports of machine
= “The decision is going to be made | tools on national-security grounds,
- by M‘ Reagan within the | is pressing for the voluntary re-
- next Bouple of weeks,” said one ad- |  straints on Japanese imports.
- miniggration official, who has been His original proposal_. which nev-
pushing for action on a three-year- | €r went to the full cabinet, was far
old petition by American machine- | tronger. It calied for banning 90
tool akers to win trade . percent of all imports, and effec-
. win protection tively would have eliminated Jap-
©0 national-security grounds. anese products from the United
several countries sup- ' States.
ply machine tools to the American That recommendation ran into
maridt, any import restraints are sharp opposition from free-trade ad-
likelx to fall on Japan, which is the  yocates within the administration,
larget supplier of general-use ma- who sought to bury the issue by
chin€tools to the United States
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THE WASHINGTON POST

5 March 1986
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an viay ask Japan to K strict

hipments to U.S.

Prejident Said Weighing Use of Quotas Based on National Security

deh.yingareuoluumofthe"industry
"‘3‘3‘5“' tioning by Rep. Bar
er ques ep. Bar-

bara B. Keanelly (D-Conn.) at a
HwaeWaysandMelmConunittee
ing last month, Yeutter said,
“True to form, the National Secu.
rityCoundlhasnotyetgivenmea
date [for a meeting on machine
:&l)lolsl.mdlannotdefeodthatat

"Butlcanbellittlemoreopti-
mistic than that because | really
thinkwewilldothiswithinthencxt
two to three weeks. I think we are
finally nearing the conclusion of this

~ process, which has been indefen-

sively procrastinated.”
He was ncheduled to meet last

Reagap administration than Bal-
drige’s original recommendation of
sharp limits on imports through
Quotas and tariffs.

restraints, even if they are
agreed to under the threat of im-
posed quotas.

In the three years since the Na-
tional Machine Tool Builders As-
sociation filed its petition for import
restraints, sales of foreign machine
tools have increased steadily, going
from 26.4 percent of the U.S. mar-
ket in 1982 to about 43 percent last
year

value of Japanese imports

in the same period, jumping
from $535 million in 1982 to about
$1.5 billion last year.
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